A difficult challenge for international managers arises when differences in local and home-country norms lead to a tension about which ethical standards should be applied in a particular situation (Donaldson, 1996) . In this paper, we examine the effect of national context on ethical decision making under conditions of conflicting business norms across national borders. Theories of "universalism" and "relativism" have often been used to frame the normative dimension of this issue. Universalism is typically founded upon conceptions of rights or justice. According to universalism, expatriate managers should follow consistent ethical decision making and behavior across contexts (Donaldson, 1989) .
In contrast, theories of relativism identify a critical role for national context. Under this view, managers should incorporate local conditions and norms in making ethical decisions because they have a duty to follow local moral standards (Beauchamp & Bowie, 2001 ). Accordingly, if local and home country norms conflict, expatriate mangers should follow the dictates of the local norms.
A recent application of social contract theory, Integrative Social Contracts Theory (ISCT), (Donaldson & Dunfee, 1994 , 1999a provides a middle position between the broad strokes of universalism and relativism. ISCT posits that the ethical standards a manager should apply depend on the type of norm identified as applying to a given situation. For most cases, ethical norms derived locally by firms, industries, professional associations and other business relevant communities provide appropriate guidance. In other cases, "hypernorms" take precedence over local norms.
Hypernorms are manifest, universal norms that represent "principles so fundamental to human existence that … we would expect them to be reflected in a convergence of religious, philosophical, and cultural beliefs" (Donaldson & Dunfee, 1994: 265) .
Hypernorms are based on the idea that there exists a thin "set of standards to which all societies can be held -negative injunctions, most likely, rules against murder, deceit, torture, oppression, and tyranny" (Walzer, 1994: 10) . Dunfee (1994, 1999a) argue that such norms provide a key conceptual resource in resolving ethical issues in a global context. These authors have not attempted a definitive listing of business hypernorms, but, instead, have provided examples of candidate hypernorms. For instance, they posit that informing employees about dangerous health hazards represents a universal ethical standard that should override any local practice that contradicts this ethical injunction. Other examples of business hypernorms include upholding employee's rights to physical security and avoiding discriminatory policies such as race-based hiring.
As a normative theory of good conduct, ISCT's injunction to follow the dictates of hypernorms can be considered a guard against excessive relativism based on the recognition that communities may develop local norms supporting problematic practices. However, despite the burgeoning research and commentary about integrative social contracts theory (see Dunfee, Smith & Ross, 1999; Lucas, 2001; Puffer & McCarthy, 1997; Soule, 2002) , there has been little empirical research to test whether managers reason in a manner consistent with the normative principles of ISCT (see Robertson and Ross, 1995, for an exception) . Commentators have similarly challenged scholars to fill in the content for ISCT through systematic efforts to identify and test the effects of hypernorms in concrete situations (Shaw, 2000; Soule, 2002) .
We contribute to ISCT by examining its empirical validity in the context of international management. We develop hypotheses about the effect of national context on ethical decision making based on the theoretical tenets of relativism and ISCT. If managers engage in relativistic reasoning in evaluating ethical behavior in foreign settings, then we hypothesize that expatriate managers will use local standards as an important reference point to judge their own and others ethical behavior: "whatever a culture thinks is right or wrong really is right or wrong for the members of that culture" (Beauchamp & Bowie, 2001: 8) . National context therefore will have a direct effect on ethical decision making.
In contrast, an ISCT perspective predicts that the influence of national context depends on the type of norm present. If a hypernorm is violated in a particular situation, then managers will follow universal standards of good conduct. If a hypernorm is not violated, then managers will use local norms to shape their attitudes and behavior. From this perspective, the type of norm present in a situation -hypernorm or local norm -will moderate the effect of national context on ethical evaluations and judgments.
We test these hypotheses through an experimental design that compares the results of an ethics survey of American expatriates working in Russia with American managers working in the United States. We operationalize the distinction between hypernorms and local norms by varying the types of scenarios that we asked respondents to evaluate. Our findings support the theoretical predictions of ISCT. In our hypernorm-designated situations, national context did not matter: the ethical evaluations and intended behaviors of our American expatriate sample did not differ significantly from the domestic American sample. However, in the local norm-designated situations, the ethical judgments of the two groups differed significantly.
THE NATIONAL CONTEXT OF ETHICAL DECISION MAKING
Do managers vary their ethical attitudes across national borders? Or do managers hold a core set of ethical attitudes that they apply consistently independent of location?
ISCT provides a theoretical framework to examine these questions. Donaldson and Dunfee (1994 , 1999a , 1999b posit that managers should determine the primacy of alternative ethical imperatives by identifying the type of norm active in a given situation.
If a situation invokes conflicting normative standards, as when an expatriate manager faces conflicting norms between home and host country (Donaldson & Dunfee, 1999b) , then the manager will follow local standards unless one of the norms reflects a "hypernorm" of universal ethical behavior. Donaldson and Dunfee (1999a: 20-24) compare and contrast ISCT with a theory of relativism. ISCT, like relativism, suggests that context plays an important role in determining the standards by which ethical decision-makers judge their own and others' behavior. If individuals evaluate the ethicality of an act by comparing against local standards of good conduct, then ethical judgment will depend greatly on the context in which the behavior takes place. Robertson and Ross (1995) , for instance, show that members of a common community use local norms as the relevant reference point to evaluate the ethical behavior of others and to shape their opinion about their own behavior in a similar situation.
A theory of relativism predicts a main effect for national context in ethical decision making. If an expatriate and domestic manager face a similar problem, the expatriate manager, who has knowledge of local standards used within a host country, will evaluate the ethical dilemma differently than the domestic manager, who has little knowledge of local practices abroad. Robertson and Ross (1995) Donaldson and Dunfee (1999a: Ch. 3) provide numerous examples of what they believe are candidates for hypernorms in business situations. They include such principles as "(f)irms should adopt adequate health and safety standards for employees and grant employees the right to know about job-related health hazards" (Frederick, 1991: 166) and "(b)usinesses (should be expected to) honor their obligations in a spirit of honesty and fairness" (Caux Round Table, 1994) . The authors then (1999a: 60-61) suggest a process by which hypernorms can be identified which involves considering global industry standards, positions of prominent NGOs and regional governments, while also considering precepts of major religions, philosophies and legal systems. 
METHOD
We employed a 2 x 2 experimental design with location (US, Russia) as a between-subject factor and norm type (hypernorm, local norm) as a within-subject factor.
We manipulated location by distributing a similar survey questionnaire to American expatriates working in Russia and to American managers working in the United States.
We manipulated norm type by presenting different scenarios to the respondents.
Sample
The American expatriates in Russia sample was collected using a snowball technique by which we asked American expatriates to recommend other expatriate managers to fill out the survey instrument. Only respondents with United States citizenship were allowed to participate in the survey and all surveys were in the English language. The sample of Americans working in the United States was collected from managers participating in evening managerial education programs at two large business schools. The surveys were distributed prior to any instruction on ethics. Because this study was intended to investigate international business practices, respondents without an United State's passport were excluded from the sample. Respondents did not know that a comparative survey would be given to American managers in another country.
As reported in Table 1 Norm type was manipulated via the content of scenarios presented to the respondents. As Soule (2002) and others have indicated (Shaw, 2000) , Donaldson and Dunfee eschew providing a definitive list of hypernorms and the process they suggest for identifying hypernorms is challenging. Soule (2002: 199) in particular expresses concerns about the ability of managers to identify hypernorms and argues that "(t)he chances for carelessly or opportunistically locating wrong, rogue, or conveniently selfserving hypernorms are significant." We therefore limit our choice of hypernorms to three situations that are important to business ethics and which we believe to be relatively uncontroversial. We rely upon Dunfee (1994, 1999a) as a primary source and use examples of hypernorms identified by these authors. Similarly, we identify three situations that involve local norm dilemmas where we have not been able to identify strong claims that widely recognized hypernorms would guide their resolution.
Moreover, all scenarios are designed to demonstrate examples of behavior that US expatriates in Russia would perceive as deviating from normal US business practice. For each scenario, we present evidence that the scenarios represent realistic descriptions of differences between the Russian and American business environments.
We developed the first three scenarios to correspond to "hypernorm" situations.
Scenario 1 describes a company that fails to provide employees information about physical risk from exposure to hazardous chemicals. The scenario is based on the observation that both environmental and employee law is weaker in Russia than in the United States, allowing information about environmental hazards to be withheld more easily in the Russian context (see Gimpelson, 2001 ; Yale Center for Environmental Law and Policy, 2002). Donaldson and Dunfee (1999a: 68) note the right to "informed consent about chemical hazards" in work situations. Similarly, Donaldson (1989) notes a fundamental international right to personal security of employees that would encompass this scenario. These rights support the existence of hypernorms pertaining to the failure to provide information essential to sustain informed consent Scenario 2 involves a firm investing money in capital equipment instead of paying employee wages. This scenario is based on the high presence of wage arrears in Russia, i.e. the consistent late payment of wages to employees. Survey data show that up to 70% of the Russian workforce experienced the late payment of wages during the 1990s (Earle & Sabirianova, 1999; Gimpleson, 2001) . The failure to provide contractually committed basic compensation violates an obligation to honor fundamental contracts and may also be in conflict with a fundamental international right to subsistence.
Not honoring a contract this fundamental to the employment relationship may also be seen as violating the hypernorm of necessary social efficiency as described by Donaldson and Dunfee (1999a: Ch 5) . "Necessary social efficiency" is a special category of hypernorms that encompasses principles essential for the operation and survival of background institutions necessary for a properly functioning society. In this case, the practice of wage arrears represents a local practice that does not support the functioning of an effective or transparent labor market or legal system (Earle, Spicer & Sabirianova, 2003) . Table's Principles for Business that emphasizes the role of the keeping of promises in building a spirit of trust essential to the ultimate efficiency of business on the global level (1999: 67) . Particularly in a global context, the honoring of unambiguous, expressed commitments for lease terms is essential for global business efficiency. Where legal recourse is limited, it is critical that firm's honor promises freely made with full information. Like the previous scenario, this one may also invoke the hypernorm of necessary social efficiency. Honoring fundamental contracts is essential to the ability of a society to produce necessary goods (Fukuyama, 1995) .
Local norm scenarios were developed to create situations that reflect differences in business norms between Russia and the United States but do not violate "hypernorm" conditions. Scenario 4 is based on Puffer and McCarthy's (1995) claim that a norm requiring corporate managers to consider the interests of a broader set of stakeholders is more prevalent in Russia than the United States. The scenario describes a money-losing firm that decides to keep a factory open in order to continue to provide employment for the citizens of the town in which it is located. We were unable to identify a statement of a potential hypernorm that would mandate that the factory be closed in such a circumstance.
Nor were we able to identify any other substantive hypernorm requiring that the factory would have to remain open. The wide spread variances regarding this type of practice around the world weighs against it being governed by a manifest, universal principle.
Scenario 5 involves the keeping of double books for different purposes.
Accounting standards and methodologies vary substantially throughout the world. There is plenty of evidence that the keeping of double books to keep information secret from both tax inspectors and mafia rackets is highly prevalent in Russia (see Gray & Hendley, 1997) . Accounting conventions represent the type of human artifacts that are expected to fall outside of the scope of hypernorms. Although there is some movement toward an emerging global consensus on approaches to accounting and record keeping, we were unable to identify any current convergence of intellectual thought that would signal that a hypernorm exists that would condemn all contexts in which double books might be kept.
Finally, Scenario 6 involves a small personal payment, relative to the contract, to a government official in charge of awarding the contract. Government corruption in Russia is often seen to represent the norm, rather than the exception, of business-society relations (see Transparency International 2001: 114). Even though Dunfee (1994, 1999a) are critical of bribery, they also stress that bribery may often fall within the area of conflicting local norms. For example, facilitating payments and tipping may not be considered within the scope of hypernorms. Dunfee et al. (1999a: 24) argue, "(only) coarse public sector bribery is condemned by a hypernorm." Thus, a small, one-time payment does not fall into the coarse category and therefore a hypernorm is not invoked.
Procedures
Respondents were asked to read each of the six scenarios. 4 The scenarios were presented so that no more than two of the same norm type scenarios were presented back to back. The only differences between the samples were in the directions on the first page that described the background of the company in the six scenarios. The American respondents working in the United States were told that all of the scenarios in the survey were a fictional account of the actions of a private American company that operates only in America. Half of the American expatriate respondents working in Russia were told that all of the scenarios in the survey were a fictional account of the actions in Russia of a wholly owned subsidiary of an American multinational corporation. The other half of expatriate workers was told that all scenarios were a fictional account of the actions of a private Russian company that operates only in Russia.
We split the American expatriate sample to ensure that the type of company operating in Russia -either an American multinational or a domestic Russian companywould not influence the effect of national context on ethical decision making.
Ultimately, we found no significant differences in the ethical evaluations or intended behavior responses of the American expatriate sample based on whether we described the company in Russia as either a subsidiary of an American multinational or a domestic Russian company. 5 We therefore combined the American expatriate responses in our analysis.
After reading each scenario, the respondents were asked to evaluate the ethicality of the companies' behavior (ethical evaluation) and assess the likelihood of whether they would behave in a similar manner (intended behavior). The ethical evaluation asked the respondent to rate on a scale of 1 (strongly disagree) to 7 (strongly agree) whether the described practices were moral, fair, and just. These items were adapted from Reidenbach and Robin's (1990) validated scale on the moral equity dimension of ethical decision making (see also Robertson & Ross, 1995) . 6 The mean value for these three questions was then used as the ethical evaluation measure for a scenario. The intended behavior question asked respondents to rate on a scale of 1 (extremely unlikely) to 7 (extremely likely) how likely they would be to engage in such practices as firm manager.
RESULTS

Confirmatory Factor Analysis of Scenario Coding
To validate our selection of hypernorms and local norms, a confirmatory factor analysis was performed. For each of the three hypernorm scenarios and the three local norm scenarios, a mean response was calculated for both ethical evaluation and intended behavior. In the best fitting model, the mean hypernorm response for both ethical evaluation and the intended behavior loaded together on one factor (hypernorm) while the mean local norm response for both ethical evaluation and intended behavior loaded together on the other factor (local norm). These results provide validation of our Hypothesis 2, proposes that the difference between the two samples should depend on the type of norm involved. As such, differences in ethical evaluation and intended behavior should exist in "local norm" conditions but not in "hypernorm" conditions. To test our hypotheses, a repeated measure ANCOVA was performed using the mean values for ethical evaluation and intended behavior as dependent measures.
Location (US, Russia) was the between subject factor while norm (hypernorm, local norm) was the within-subject factor. Due to demographic differences between the samples, gender (male, female), age (under 30, over 30) education (high school/college degree, graduate degree) and position (middle or upper management, non-management) were entered as covariates. As reported in Table 2 and Table 3 , the ANCOVA results indicate that none of the covariates or the covariate by norm interactions is significant for either ethical evaluations or intended behavior. Therefore, even though the American expatriate sample in Russia and the American manager sample in the United States differ in terms of demographics, these differences do not affect the results.
________________________________________________________________________
Insert Tables 2 and 3 about here Hypothesis 1a and Hypothesis 1b predict that location will affect ethical evaluation and intended behavior. As reported in Table 2 , the ANCOVA results indicate a significant main effect for location for ethical evaluation (F = 7.30, p = 0.01). The results suggest that there is a significant difference between the Russian and U.S. samples (adjusted marginal means = 2.05, 2.33). Table 3 also indicates a main effect for location for intended behavior (F = 9.63, p = 0.00; adjusted marginal means = 2.37, 2.85). These results support Hypothesis 1a and 1b about the importance of location in both ethical evaluation and intended behavior. Hypothesis 2a and 2b predict an interaction between location and norm. As reported in Tables 1 and 2, (Donaldson & Dunfee, 1994) . While previous research has emphasized the normative component of this theoretical approach, our research provides initial evidence for the descriptive power of ISCT. The type of norm present in a situation clearly moderated the effect of national context on ethical decision making. The expatriate sample used relativistic reasoning in assessing "local norm" scenarios; both their ethical evaluations and their intended behaviors differed significantly from the US sample. However, under the "hypernorm" condition, the expatriate sample showed little difference from the comparative US sample. National context mattered in both ethical evaluation and intended behavior, but its force depended on the type of situation that a manager faced. This paper examines only one aspect of the ISCT framework. We have focused on the distinction between hypernorms and local norms presented in this theory, without examining in fuller detail theoretical issues such as priority rules under conflicting community norms or distinctions between different types of authentic norms. Soule (2002) remarks that an important challenge for ISCT research and practice is to identify hypernorms in a manner that translates abstract moral principals and procedures into concrete situations. Our research makes a contribution to that end. While our scenarios were closely embedded in the local context of Russia, we chose examples of hypernorms that reflected important issues in global business ethics. Informing employees about dangerous health hazards is an issue arising in a wide variety of contexts in today's world. Honoring promises and formal contracts is critical to the operation of all types of businesses, wherever situated. Payment of promised earned wages rises to a level of fundamental human rights when it results in a lack of means for subsistence. Our findings support the argument that expatriate managers distinguish between hypernorm and local norm situations when assessing ethical dilemmas.
An important limitation of our research into the identification and application of hypernorms is that our study involves only two countries. It is therefore difficult to distinguish empirically between a universal "hypernorm" that peoples of all countries subscribe to and a highly held American ethical norm that US managers consider to be more important than local norms. Further understanding of the impact of hypernorms on managerial reasoning requires the replication and extension of hypernorm-related research into multiple contexts and communities.
Additional research is similarly required to extend theoretical and empirical issues involved in identifying "local norms" across multiple situations. The definition of an "authentic" local norm in ISCT includes both an attitudinal and behavioral dimension (Donaldson & Dunfee, 1999a: 102-3) . The attitudinal component assumes that local communities need to perceive a business practice as normatively correct in order for it to act with moral force on visitors to that community. However, it is important to note that our research makes no assumptions about the ethical beliefs of Russians. For instance, research demonstrates that Russians themselves question the normative validity of practices like wage arrears, even though the practice of late payment of employees is pervasive within Russian society (Earle et al., 2003) .
Our research focuses on the behavioral dimension of local norms. Expatriates face ethical dilemmas in deciding whether to conform to local standards of behavior, 20 even if it is unclear what the normative support for a behavioral standard is within a country. The concept of an authentic norm in ISCT therefore might provide a higher standard than is required to examine differences between hypernorms and local norms in empirical research. The challenge for expatriate mangers may not be that ethical values differ between countries, but that business practices have developed in some national contexts that both foreigners and locals abhor. Future research that examines different types of local norms will contribute to a further understanding of the interaction between local context and global ethical norms in international business activity.
A final limitation of our study is that it is based on intended behavior and fictional scenarios, instead of the observation of actual behavior. However, it is hard to imagine an experimental design to actually test whether individuals would violate hypernorms in practice. The very nature of universal ethical norms would forego a direct test of the power of these ideas. The difficulties of extending empirical research into the ISCT framework, however, does not mitigate the need for continuing research to link both the normative and empirical dimensions of ethical decision making in international settings. ENDNOTES 1 ISCT makes a distinction between authentic norms and hypernorms. Authentic norms encompass the norms of a wide variety of types of communities, varying from nation states, corporations and professional associations to sub-units within organizations (Donaldson & Dunfee, 1994, p. 263 .) Here we focus on a subset of authentic norms, the norms of local business practice within a national community. We use the term "local norm" to identify this particular subcategory of authentic norms. If anything, more experience in the workplace would suggest that the domestic counterpart would be more sensitive to distinctions between different types of ethical situations than the younger expatriate respondents. However, this makes it even less likely that the younger, less educated expatriate sample would distinguish between "hypernorms" and "local norms" while the domestic sample would not distinguish between them. The age, education and position differences seem to work against the direction of the integrated social contracts theory hypotheses.
4
Seven scenarios were presented in the questionnaire but one scenario was removed from analysis because respondents reported confusion in understanding the ethical dilemma described in the scenario.
5
The main effect for company was not significant for ethical evaluation (p = 0.71) or intended behavior (p = 0.48). The norm by company interaction was not significant for ethical evaluation (p = 0.99) or intended behavior (p = 0.57). 6 We did not include questions designed to elicit the relativistic or contractual components of ethical evaluation as these are outside the scope of the present design. While single item constructs are sometimes considered to have low reliability, research by Wanous, Reichers & Hudy (1997) suggests that if a construct is focused and precise, a single-item measure should be sufficient. On a scale where 1 = less ethical (more unethical) and 7 = more ethical (less unethical) 
